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Los Angeles Tourism Marketing District 

Board of Directors Regular Meeting 

Tuesday, September 15, 2020 

9:00 AM - 10:30 AM 


Telephonic Meeting: 

Meeting Conference Line: (669) 900-6833 | ID: 955 6030 5325# 
Meeting Video Link: https://latourism.zoom.us/j/95560305325 


AGENDA 


Call to Order 


Javier Cano, TMD Chairman 


Public Comment 


Javier Cano 


Public Comment for all items on or not otherwise on the Agenda 


Chairman's Report 


Javier Cano 


• Approval of Minutes 

August 19, 2020 meeting minutes will be reviewed, discussed and considered for approval 

• Election of Director - Hollywood Vacancy 

Board vacancy nominations, discussion and elections 

• Disestablishment of AD HOC Nominating Committee 
The Board shall disestablish the nominating committee 

Legal/Legislative Update John Lambeth, Civitas 

• Legal/Legislative Updates 

The TMDs Legal Counsel to report out on legal and legislative updates 

• Conflict of Interest Policy 

The Conflict of Interest Policy will be reviewed, to then be signed by the Board 

CY19 Audited Financial Statement and Audit Report Kristen McCarthy, BDO 

The CY19 Audited Financial Statement and Audit Report will be presented, discussed and considered for approval 

Adjournment Javier Cano 

BROWN ACT: Government Code 54950 requires that a brief description of each item to be transacted or discussed be posted at least 72 hours prior to 
a regular meeting and 24 hours prior to a special meeting. Action may not be taken on items not posted on the agenda. The public may inspect the 
agenda and any associated writings, and documents delivered after the posting of the meeting may be obtained, at 633 W. 5 th Street, Suite 1800; Los 
Angeles, CA 90071. Meeting facilities are accessible to persons with disabilities. If you require special assistance to participate in the meeting, notify 
Patti MacJennett at (213) 236-2360 at least 48 hours prior to the meeting. 

NOTICE TO PUBLIC : You are welcomed and encouraged to participate in this meeting. Public comment is taken (3 minutes maximum per person) on 
items listed on the agenda when they are called. Public Comment on items not listed on the agenda will be heard at the meeting as noted on the 
agenda. Comments on controversial items may be limited and large groups are encouraged to select one or two speakers to represent the opinion of 
the group. The order of Agenda items is listed for reference and may be taken in any order deemed appropriate by the Board of Directors. The Agenda 
provides a general description and staff recommendations; however, the Board of Directors may take action other than what is recommended. 
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Los Angeles Tourism Marketing District 

Board of Directors Special Meeting 


PRESENT: 

August 19, 2020 

1:00 pm 

MEETING MINUTES 

ABSENT: 

LOS ANGELES TOURISM STAFF: 

Javier Cano 

Peter Kwong 

Patti MacJennett 

Grant Coonley 

Michael Newcombe 

Don Skeoch 

Jeff Hart 

Alan Rothenberg 

Adam Burke 

Maria Evans 


Carolyn Steffen 

Carl Schuster 

GUESTS: 

Darren Green 

Jeff Rudolph 

John Lambeth, Civitas 


Ken Pilgrim 

Gina Reed, Civitas 


Scott Mills 




I. Welcome and Call to Order 

Chairman Javier Cano called the special meeting of the Board of Directors to order at 1:01 PM. He advised 
that because it is a telephonic meeting, all motions will be taken via roll call. A roll call was taken of the 
Board of Directors that were present on the call. 

II. Public Comment 

Chairman Cano asked for public comments. There were no public comments. 

III. Approval of Minutes 

The minutes from the Board of Directors Meeting held on August 5, 2020 were reviewed, discussed and 
considered. Chairman Cano called for a motion to approve the minutes. The motion was moved by Jeff 
Hart, seconded by Grant Coonley and carried. A vote was held, and the motion carried as follows Aye - 8, 
No - 0, Abstain - 0. 

IV. Chairman's Report 

Chairman Cano advised that the ad hoc nominating committee that had been established at the August 
5 th meeting were still reviewing candidates to fill the Board vacancy for the Hollywood region. He advised 
that he hopes that the committee will bring forth their recommendation at the next Board meeting. 


Mr. Cano provided an overview of the agenda, then turned the presentation over to the Los Angeles 
Tourism team. 
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V. 


Marketing Recovery Updates 


Mr. Skeoch reviewed the timing options for the marketing recovery programs. He reminded the Board 
that COVID cases in L.A. County are still high, but seeing positive signs, which is an important factor 
when looking at timing of the marketing recovery efforts. He advised that Los Angeles Tourism will 
continue with August 24 th as the launch date of "Wave 1" of the marketing recovery phases, which is 
the L.A. Loves local initiative. 


He then provided a recap of the "Wave 2" marketing recovery phase, which includes marketing to the 
L.A. drive markets. He recommends "Wave 2" advertising begin on September 7 th . There was discussion 
amongst the Board, and agreement with this approach. 

Mr. Skeoch then provided an update on the "Wave 3" marketing recovery phase to the short and long 
haul flight markets. Once more is known about the path of recovery of COVID at state and local levels, 
he advised he'd come back to the Board at a later meeting with media flow charts and a revised budget. 

VI. Next Steps 

The presentation was turned over to Patti MacJennett to discuss next steps. Ms. MacJennett discussed 
future TMD meetings. The next Board of Directors meeting will be held on September 15, 2020 at 
9:00AM. Notice will be provided, consistent with the Brown Act. 

I. Adjournment 

With no further business to report, Chairman Cano adjourned the meeting at 1:21 PM. 


Grant Coonley, LATMD Secretary 
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LOS ANGELES TOURISM MARKETING DISTRICT 
Conflict of Interest Policy 

ARTICLE I 
PURPOSE 

Section 1: Policy Purpose. The purpose of this conflict of interest policy is to protect this tax- 
exempt organization’s (Organization) interest when it is contemplating entering into a 
transaction or arrangement that might benefit the private interest of an officer or director of the 
Organization or might result in a possible excess benefit transaction. This policy is intended to 
supplement but not replace any applicable state and federal laws governing conflict of interest 
applicable to nonprofit organizations. This policy is also meant to aid Directors and Officers of 
the Organization in performing the duties imposed upon them by the laws of the State of 
California and the United States of America with respect to their management responsibilities 
and fiduciary obligations to the Organization. 

Section 2: Organization Purpose. This organization’s purpose is to promote Los Angeles 
tourism through the development and operation of a Tourism Marketing District and other 
promotional programs and services. Because all directors represent businesses that benefit from 
tourism development, this policy is intended to provide clarity and protection for Directors and 
the corporation from any potential or existing conflicts of interest. 

ARTICLE II 

DUTIES OF DIRECTORS 

Section 1: Duty of Loyalty. The Directors, Officers, and Key Employees of the Organization 
owe a duty of loyalty to the Organization, which requires that in serving the Organization they 
act not in their personal interests or in the interests of others, but rather solely in the interests of 
the Organization. Directors, Officers, and Key Employees must have an undivided allegiance to 
the Organization’s mission and may not use their position as Directors, Officers, or Key 
Employees, information they have about the Organization or the Organization’s property, in a 
manner that allows them to secure a pecuniary or other material benefit for themselves or their 
relatives. Accordingly, no Director, Officer, or Key Employee may use his or her position at the 
Organization for personal gain or to benefit another at the expense of the Organization, its 
mission, or its reputation. 

Section 2: Good Faith. Every Director, Officer, and Key Employee must discharge his or her 
duties in good faith, with the degree of care that an ordinarily prudent person in a like position 
would exercise under similar circumstances. This requires using common sense, being diligent 
and attentive to the Organization’s needs, and making thoughtful decisions in the best interest of 
the Organization. No Director, Officer, or Key Employee may take personal advantage of a 
business opportunity that is offered to the Organization unless the Board of Directors first 
determines not to pursue such opportunity. 

Section 3: Confidential Information. Every Director, Officer, and Key Employee must protect 
the confidential information of the Organization and must not use confidential information of the 


1 

Los Angeles Tourism Marketing District- Conflict of Interest Policy 
October 15, 2015 


Organization for his or her personal benefit, or use such confidential information or his or her 
position as a Director, Officer, or Key Employee to the detriment of the Organization. 
Confidential information is information obtained through the Directors, Officers, or Key 
Employee’s position that has not become public information. 

ARTICLE III 

DEFINITIONS 

Section 1: Interested Person. Any director, principal officer, key employee, or member of a 
committee with board delegated powers, who has a direct material financial interest, as defined 
in Section 2, is an interested person. Key employee means the Executive Director and any other 
managerial staff who directly report to the Board of Directors. 

Section 2: Material Financial Interest. 

A. A person has a material financial interest if the person has, directly or indirectly, 
through business, investment, or family: 

1. An ownership or investment interest in any entity with which the Organization 
has a transaction or arrangement, 

2. A compensation arrangement with the Organization or with any entity or 
individual with which the Organization has a transaction or arrangement, or 

3. A potential ownership or investment interest in, or compensation arrangement 
with, any entity or individual with which the Organization is negotiating a 
transaction or arrangement. 

B. Compensation includes direct and indirect remuneration as well as gifts or favors that 
are not insubstantial. 

C. State law requires that a specific benefit be conferred on businesses that pay the 
tourism marketing district assessment. Further development and operation of the 
tourism marketing district are identified as the exempt purposes of the Corporation. It 
is recognized that members of the board and committees, through their assessed 
businesses, will receive benefit from the activities of the Organization. A person has a 
material financial interest when the business interest they represent receives direct 
benefits that are significantly greater than businesses in the market area targeted by a 
particular event or program. 

ARTICLE IV 
PROCEDURES 

Section 1: Duty to Disclose. In connection with any actual or possible conflict of interest, an 
interested person must disclose the existence of the material financial interest and be given the 
opportunity to disclose all material facts to the directors and members of committees with board 
delegated powers considering the proposed transaction or arrangement. Each Director, Officer, 
and Key Employee of the Organization shall promptly disclose any material financial interest 
that he or she has or reasonably expects to have in any proposed or existing arrangement with the 
Organization prior to the start of any discussions with respect to such matter. 
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Section 2: Procedures for Addressing a Conflict of Interest. 

A. Directors, officers, and key employees will annually complete a disclosure statement 
detailing known material financial interests with current and recent Organization 
contractors. Disclosure statements will be updated at any time a material financial 
interest becomes apparent. 

B. The interested director must leave the room until after the discussion, vote, and any 
other disposition of the matter is concluded, unless the matter has been placed on the 
portion of the agenda reserved for uncontested matters. 

C. The chair of the board or committee shall, if appropriate, appoint a disinterested 
person or committee to investigate alternatives to the proposed transaction or 
arrangement. 

D. After exercising due diligence, the board or committee shall determine whether the 
Organization can obtain with reasonable efforts a more advantageous transaction or 
arrangement from a person or entity that would not give rise to a conflict of interest. 

E. If a more advantageous transaction or arrangement is not reasonably possible under 
circumstances not producing a conflict of interest, the board or committee shall 
decide whether to enter into the transaction or arrangement. 

Section 3: Violations. 

A. If the board or committee has reasonable cause to believe a member has failed to 
disclose actual or possible conflicts of interest, it shall inform the member of the basis 
for such belief and afford the member an opportunity to explain the alleged failure to 
disclose. 

B. If, after hearing the member’s response and after making further investigation as 
warranted by the circumstances, the board or committee determines the member has 
failed to disclose an actual or possible conflict of interest, it shall take appropriate 
disciplinary and corrective action. 

ARTICLE V 

RECORDS OF PROCEEDINGS 

Section 1: Minutes. The minutes of the board and all committees with board delegated powers 
shall contain: 

A. The names of the persons who disclosed or otherwise were found to have a material 
financial interest in connection with an actual or possible conflict of interest, and the 
nature of the material financial interest. 

B. The names of the persons who were present for discussions and votes relating to the 
transaction or arrangement, the content of the discussion, including any alternatives to 
the proposed transaction or arrangement, and a record of any votes taken in 
connection with the proceedings. 

ARTICLE VI 
ANNUAL STATEMENTS 

Section 1: Statements. Each director, principal officer, and committee member with board 
delegated powers shall annually sign a statement which affirms such person: 
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A. Has received a copy of this conflict of interest policy, 

B. Has read and understands this policy, 

C. Has agreed to comply with this policy, and 

D. Understands the Organization is tax exempt, and in order to maintain its federal tax 
exemption it must engage primarily in activities which accomplish one or more of its 
tax-exempt purposes. 


ARTICLE VII 
PERIODIC REVIEWS 


Section 1. Reviews. To ensure the Organization operates in a manner consistent with its tax 
exempt purposes and does not engage in activities that could jeopardize its tax-exempt status, 
periodic reviews shall be conducted. The periodic reviews shall, at a minimum, include the ’ 
following subjects: 

A. Whether compensation arrangements and benefits are reasonable, based on competent 
survey information, and the result of arm’s length bargaining. 

B. Whether partnerships, joint ventures, and arrangements with management 
oiganizations conform to the Organization’s written policies, are properly recorded, 
reflect reasonable investment or payments for goods and services, further the 
Organization s tax exempt purposes and do not result in inurement, impermissible 
private benefit or in an excess benefit transaction. 


ARTICLE VIII 
USE OF OUTSIDE EXPERTS 


When conducting the periodic reviews as provided for in herein, the Organization may, but need 
not, use outside advisors. If outside experts are used, their use shall not relieve the board of its 
responsibility for ensuring periodic reviews are conducted. 

CERTIFICATE OF SECRETARY 

I, Brian Johnson certify as follows: 

1. 1 am the duly elected and acting Secretary of Los Angeles Tourism Marketing 
District, a California Nonprofit Mutual Benefit Corporation; 

2. 1 hat this Conflict of Interest Policy, consisting of 4 pages, inclusive, was adopted by 

the Board of Directors on OoVo b>ec~ _ 2015; 

3. That this Policy has not been amended or modified since that date. 




Brian Johnson, Secretary 
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LATMD CONFLICT OF INTEREST DISCLOSURE STATEMENT 


The undersigned, being a member of the Board of Directors of the Los Angeles Tourism Marketing District, a 
California Nonprofit Mutual Benefit Corporation, hereby affirms the following: 

1. I have received a copy of the corporation’s conflict of interest policy; 

2. I have read and understand the corporation’s conflict of interest policy; 

3. I agree to comply with the conflict of interest policy; 

4. I understand the Corporation is tax exempt and in order to maintain its federal tax exemption it must engage 
primarily in activities which accomplish one or more of its tax-exempt purposes as described in the conflict of interest 
policy; 

5. During the time that I am covered by the conflict of interest policy I agree to report promptly any future direct 
or indirect financial, competing, or other material interest that is required to be disclosed under the policy; and 

6. I am completing this disclosure statement based on the definitions in the conflict of interest policy. 

As of the date of this disclosure, I have a material financial interest in the following current or past LATMD 
vendors: 

□ Los Angeles Tourism & Convention Board □ Other: 


For any vendors checked above, explain the nature of your material financial interest: 


Date: _ _ 

SIGNATURE 


PRINTED NAME 


Revised: October 18, 2015 
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The report accompanying these financial statements was issued by 
BDO USA, LLP, a Delaware limited liability partnership and the U.S. 
member of BDO International Limited, a UK company limited by guarantee. 
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Tel: 714-957-3200 
Fax: 714-957-1080 
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600 Anton Blvd., Suite 500 
Costa Mesa, CA 92626 


Independent Auditor’s Report 


Board of Directors 

Los Angeles Tourism Marketing District Corporation 
Los Angeles, California 

We have audited the accompanying financial statements of the Los Angeles Tourism Marketing District Corporation 
(the “Corporation”), which comprise the statements of financial position as of December 31, 2019 and 2018, and the 
related statements of activities and net assets and cash flows for the years then ended, and the related notes to the 
financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits 
in accordance with auditing standards generally accepted in the United States of America. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An 
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Los Angeles Tourism Marketing District Corporation as of December 31, 2019 and 2018, and the results of its 
changes in net assets and cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Emphasis of Matter 

As more fully described in Note 6 to the financial statements, the Corporation has experienced significant revenue 
declines due to the novel coronavirus (COVID-19), which was declared a global pandemic by the World Health 
Organization in March 2020. Given the uncertainty of the situation, the related financial impact cannot be estimated 
at this time. Our opinion is not modified with respect to this matter. 


September_, 2020 


BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the 
international BDO network of independent member firms. 

BDO is the brand name for the BDO network and for each of the BDO Member Firms. 
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Los Angeles Tourism Marketing District Corporation 

Statements of Financial Position 


December 31, 


2019 


2018 

Assets 





Cash $ 

Cash - contingency and renewal reserve 

Accounts receivable due from City of Los Angeles 

Accounts receivable due from related party 

Prepaid asset (Notes 1 and 2) 

2,762,489 

6,275,215 

2,516,768 

97,051 

2,000,088 

$ 

2,545,142 

7,365,270 

2,700,712 

Total assets 

$ 

13,651,611 

$ 

12,611,124 

Liabilities and Net Assets 

A 

c 



Liabilities 

Accounts payable due to related party 

$ 

v 

$ 

444,964 

Total liabilities 

/ > 

. 


444,964 

Commitments and contingencies 

Net assets 

Undesignated 

Board designated contingency and renewal reserve 

5,376,308 

8,275,303 


4,800,890 

7,365,270 

Total net assets 


13,651,611 


12,166,160 

Total liabilities and net assets 

$ 

13,651,611 

$ 

12,611,124 



See accompanying notes to financial statements. 
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Los Angeles Tourism Marketing District Corporation 


Statements of Activities and Net Assets 


For the years ended December 31, 

2019 

2018 

Revenues: 



Hotel assessments 

$ 28,198,904 

$ 27,002,213 

Cooperative programs 

42,476 

71,966 

Total revenues 

28,241,380 

27,074,179 

Expenses: 



Programs 

6,801,107 

7,020,336 

Advertising 

8,252,030 

7,560,395 

Personnel 

8,254,844 

8,057,198 

City administration 

281,240 

269,364 

Board administration 

845,967 

810,066 

Operating 

2,346,512 

2,321,420 

Total expenses 

26,781,700 

26,038,779 

Operating income 

1,459,680 

1,035,400 

Other income 

25,771 

10,874 

Increase in net assets without donor restrictions 

1,485,451 

1,046,274 

Net assets, without donor restrictions, beginning of year 

12,166,160 

11,119,886 

Net assets, without donor restrictions, end of year 

$ 13,651,611 

$ 12,166,160 


See accompanying notes to financial statements. 



6 










Los Angeles Tourism Marketing District Corporation 


Statements of Cash Flows 


For the years ended December 31, 

2019 

2018 

Cash flows from operating activities: 

Increase in net assets 

$ 1,485,451 

$ 1,046,274 

Adjustments to reconcile increase in net assets to 
net cash (used in) provided by operating activities: 
Accounts receivable due from City of Los Angeles 

183,944 

92,708 

Accounts receivable due from related party 

(97,051) 

- 

Prepaid asset 

(2,000,088) 

- 

Accounts payable due to related party 

(444,964) 

(302,551) 

Net cash (used in) provided by operating activities 

(872,708) 

836,431 

Net (decrease) increase in cash (including contingency and 
renewal reserve) 

(872,708) 

836,431 

Cash, including contingency and renewal reserve, 
beginning of year 

9,910,412 

9,073,981 

Cash, including contingency and renewal reserve, 
end of year 

$ 9,037,704 

$ 9,910,412 


See accompanying notes to financial statements. 



7 






Los Angeles Tourism Marketing District Corporation 

Notes to Financial Statements 


1. Summary of Significant Accounting Policies 

Nature and Organization of Business 

The Los Angeles Tourism Marketing District Corporation (the “Corporation”), was incorporated in the 
State of California on June 1, 2011. The Corporation is a California nonprofit mutual benefit 
corporation and 501(c)(6) tax-exempt corporation organized under the Nonprofit Mutual Benefit 
Corporation Law for the purpose of promoting Los Angeles tourism through the development and 
operation of a tourism marketing district and other programs and initiatives. 

The Corporation is funded through a contract arrangement with the City of Los Angeles (“City”). The 
City established the Los Angeles Tourism Marketing District (the “District”) to levy assessments (the 
“assessments”) on lodging businesses with 50 or more rooms within the City. District funds are utilized 
in accordance with a written Management District Plan (“Plan”) approved by the City. The 
Corporation has entered into a contract with the City (the “City Contract”) to promote Los Angeles 
tourism with a focus on lodging businesses with 50 or more rooms in the City. The initial term of the 
City Contract was 5 years beginning April 1, 2011 (“Inception”) and ended March 31, 2016. On 
March 10, 2016, the City extended its contract with the Corporation beginning April 1, 2016 through 
December 31, 2025. 

Pursuant to the Plan, beginning April 1, 2016, the District has a fiscal year ending December 31. The 
City Contract requires the Corporation to provide financial statements based upon the District’s fiscal 
year. The City Contract can be terminated by the City with 30 days written notice or if the Corporation 
fails to comply with any requirements of the City Contract. 

Basis of Presentation 

The accompanying financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America (“GAAP”), 
including Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 
958, Not-for-Profit Entities. FASB ASC 958 establishes standardized external financial reporting by 
not-for-profit organizations. 

Generally accepted accounting principles require not-for-profit organizations to report information 
regarding their financial position and activities according to two classes of net assets: net assets with 
donor restrictions and net assets without donor restrictions based on the existence or absence of 
donor-imposed restrictions. As of December 31, 2019 and 2018, the Corporation had no net assets 
with donor restrictions. 

Net Assets 

The Corporation’s net assets and changes therein are classified and reported as follows: 

With donor restrictions - Net assets subject to donor (or certain grantor) imposed restrictions. Some 
donor-imposed restrictions are temporary in nature, such as those that will be met by the passage of 
time or other events specified by the donor. Other donor-imposed restrictions are perpetual in 
nature, where the donor stipulates that resources be maintained in perpetuity. 

As of December 31, 2019 and 2018, the Corporation had no net assets with donor restrictions. 
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Los Angeles Tourism Marketing District Corporation 

Notes to Financial Statements 


Without donor restrictions - Net assets that are not subject to donor-imposed restrictions and may 
be expended for any purpose in performing the primary objectives of the Corporation. These net 
assets may be used at the discretion of the management and the Corporation’s Board of Directors 
(“LATMD Board”) and are comprised of undesignated and LATMD Board designated amounts. 

Concentrations 

The Corporation places its cash and reserve balances with a high credit quality institution. The 
accounts at this institution are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to 
$250,000. From time to time, the Corporation maintains cash balances in excess of the FDIC limit. 
Management believes that this risk is not significant and has not experienced losses to date related 
to these balances. 

Approximately 99.8% and 99.7% of the Corporation’s revenues were received from the City Contract 
for the years ended December 31, 2019 and 2018, respectively. Future funding is subject to the City’s 
assessments and collections. At December 31, 2019 and 2018, accounts receivable due from the City 
represented 96% and 100% of accounts receivable, respectively. In the event the City Contract is 
terminated prior to the expiration date, the Corporation would be significantly impacted. 

Contingency and Renewal Reserve 

In connection with the extended City Contract, a new Management District Plan was submitted to the 
City. Beginning with the extended City Contract executed in March 2016, eight percent of the 
Corporation’s annual budget shall be retained as the administrative and operations portion of the 
budget. The LATMD Board, at their discretion, may allocate a portion of the administrative and 
operations budget towards the Corporation’s contingency and renewal reserve fund (see Note 2). 

Accounts Receivable 

Accounts receivable are stated at carrying amount, net of an allowance for doubtful accounts. The 
Corporation’s management has determined that no allowance for doubtful accounts was required as 
of December 31, 2019 and 2018, respectively. 

Accounts Receivable Due from Related Party 

Accounts receivable due from related party represents amounts owing from the Los Angeles Tourism 
and Convention Board (“LATCB”) and is stated at carrying amount, net of an allowance for doubtful 
accounts. The Corporation’s management has determined that no allowance for doubtful accounts 
was required as of December 31, 2019. See Note 3. 

Prepaid Asset 

The Corporation has entered into a transaction with the LATCB whereby the Corporation funded 
$2,000,000 to be utilized according to the direction of the LATMD Board for future industry and 
sporting events. The amounts are held as assets until such time as they are expended according to 
the direction of the LATMD Board and at that time they will be recognized as expenses in the 
Corporation’s financial statements. See Note 3. 
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Los Angeles Tourism Marketing District Corporation 

Notes to Financial Statements 


Funding Sources 
a. Hotel Assessments 


On June 1, 2011, the City Council of Los Angeles established the District and adopted an ordinance 
that established an assessment of 1.5% of gross room rental revenue for lodging businesses with 50 or 
more rooms in the City, as defined. On March 10, 2016, the City extended this assessment through 
December 31, 2025. Pursuant to the City Contract, the levy is collected by the City and remitted to 
the Corporation, net of a 1% administration fee retained by the City. The Corporation uses the funds 
from the assessments to provide sales and marketing promotions to increase tourism and to market 
the City as a destination to increase gross room rental revenue for lodging businesses with 50 or more 


rooms. For the years ended December 31, 2019 and 2018, the City collected hotel assessments in the 
amount of $28,198,904 and $27,002,213, respectively, of which $74,753 and $65,802 represents 
interest income received in connection with the hotel assessments. The Corporation records hotel 
assessments revenue gross of the 1% City administration fee. 

b. Cooperative Programs 


Cooperative program revenue is received from hotel owners from within the District for the benefit 
of directly participating in events such as trade shows. Such events are funded in whole, or in part, 
by assessments remitted to the Corporation and are recognized as revenue when the event occurs. 


Revenue Recognition 


anu are recoi 

V" 

nized when t 


Revenues from the City Contract are recognized when the Corporation is notified by the City that 
assessments are received and are classified as without donor restrictions as there are no service or 
performance obligations. There are no features within the City Contract that allow the City to recover 
the levies that have been remitted to the Corporation; however, if the District were to be dissolved, 
it is possible that the Corporation would be required to return unexpended assessment funds to the 
assessed hotels pursuant to state law. The Corporation has sole discretion over the spending of the 
assessments as long as it benefits lodging businesses with 50 or more rooms within the City. Further, 
the Corporation has an obligation to spend all assessments except for those held in the contingency 
and renewal fund. 


Income Taxes 


The Corporation is a tax-exempt organization under section 501(c)(6) of the Internal Revenue and 
Taxation Code 23701(e) of the State of California Franchise Tax Board effective June 1, 2011. The 
Corporation believes that all of its activities are exempt from Federal and State taxation. Therefore, 
no provision for income taxes has been presented nor was any tax paid. On November 9, 2011, the 
Corporation received a favorable ruling from the Internal Revenue Service as to its provisional exempt 
status. On June 14, 2012, the Corporation received a favorable ruling from the State of California 
Franchise Tax Board as to its provisional exempt status. The effective date of each ruling is 
June 1, 2011. 

The Corporation applies the guidance surrounding accounting for uncertain income tax positions. The 
guidance prescribes a recognition threshold and measurement attribute for the recognition and 
measurement of tax positions taken or expected to be taken in income tax returns and also provides 
guidance on accounting for interest and penalties associated with tax positions. The Corporation is 
required to recognize a liability for each uncertain tax position at the amount estimated to be 
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required to settle the uncertain tax issues. As of December 31, 2019 and 2018, respectively, there 
were no liabilities recorded for uncertain tax positions. 


Use of Estimates 

The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenue and expenses during the year. Actual results could differ materially from those estimates. 

Advertising 

The Corporation expenses advertising costs in the period incurred. Advertising expenses include 
production costs and media buys, and totaled $8,252,030 and $7,560,395 for the years ended 
December 31, 2019 and 2018, respectively. 

Newly Adopted Accounting Standards 

The Corporation adopted ASU 2018-08, Clarifying the Scope and the Accounting Guidance for 
Contributions Received and Contributions Made (“ASU 2018-18”) during the year ended December 
31, 2019. ASU 2018-08 is intended to clarify (1) whether transactions should be accounted for as 
contributions within the scope of Topic 958 or as exchange transactions subject to other guidance 
and (2) whether a contribution is conditional. The ASU provides a not-for-profit entity with the ability 
to elect a policy to report donor-restricted contributions whose restrictions are met in the same 
reporting period as the revenue is recognized as support within net assets without donor restrictions 
so long as the entity has a similar policy for reporting investment gains and income, reports 
consistently from period to period, and discloses its accounting policy. The Corporation has 
implemented this ASU as of December 31, 2019, with no impact to the financial statements upon 
adoption. 

Recent Accounting Standards Not Yet Adopted 

In May 2014, the FASB issued Accounting Standards Update (“ASU”) No. 2014-09, Revenue from 
Contracts with Customers, which provides guidance for accounting for revenue from contracts with 
customers. The core principle of this ASU is that an entity should recognize revenue to depict the 
transfer of promised goods or services to customers in an amount that reflects the consideration the 
entity expects to be entitled in exchange for those goods or services. In May 2020, the FASB voted to 
extend the effective date of ASU No. 2014-19, for nonpublic business entities. The amended effective 
date will be “for annual reporting periods beginning after December 15, 2019, and interim reporting 
periods within annual reporting periods beginning after December 15, 2020.” Entities will have the 
option to apply the final standard retrospectively or use a modified retrospective method, recognizing 
the cumulative effect of the ASU in retained earnings at the date of initial application. Early adoption 
is permitted, subject to certain limitations. The Corporation is currently evaluating the impact of this 
ASU on its financial statements and footnote disclosures. 

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326), 
with subsequent improvements issued in ASU 2018-19 (“Topic 326”). Topic 326 requires that credit 
losses on most financial assets measured at amortized cost and certain other instruments, including 
trade receivables, be measured using an expected credit loss model. The ASU also replaces the 
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current accounting model for purchased credit-impaired loans and debt securities. Further, the ASU 
makes certain targeted amendments to the existing impairment model for available-for-sale debt 
securities. For nonpublic entities, including not-for-profit entities, the amendments are effective for 
fiscal years beginning after December 15, 2022. The Corporation is currently evaluating the impact 
of the provisions of ASU 2018-19 on the presentation of its financial statements. 

2. Commitments and Contingencies 

The Corporation is not currently subject to any lawsuits, actions or other legal proceedings or pending 
claims. Flowever, the Corporation could, from time to time, be involved in litigation proceedings 
arising out of its normal course of business. 

In connection with the Management District Plan, a discretionary amount of cash may be retained in 
a contingency and renewal reserve as determined by the LATMD Board. The LATMD Board is provided 
eight percent of gross hotel assessments for the indirect administration costs associated with the 
contract, of which five percent is allocated by the LATMD Board to the Corporation’s contingency and 
renewal reserve and three percent is used for indirect administration costs associate with the 
contract. For the years ended December 31, 2019 and 2018, the LATMD Board allocated $1,409,945 
and $1,350,111, respectively, to the Corporation’s contingency and renewal reserve. The reserve may 
be used for unanticipated or increased costs of programs, including future citywide industry events 
or sporting events, catastrophic economic impacts, unanticipated differences between the amount 
of assessments collected and the amount expected, or costs of renewing the City Contract. In 2019 
and 2018, the LATMD Board approved the use and expended $0 and $550,000, respectively, of the 
contingency and renewal reserve for unanticipated or increased costs for various programs. The 
LATMD Board also approved the transfer of $2,000,000 to LATCB to be held for future citywide 
industry and sporting events and an additional $500,000 which had been intended to fund a citywide 
event subsequently cancelled due to the COVID-19 pandemic. The $2,000,000 is included in prepaid 
asset and the $500,000 is included in cash in the accompanying statements of financial position as of 
December 31, 2019. On September 2, 2020, the $500,000 was transferred back to the cash 
contingency and renewal reserve and will be reallocated for use at a time the LATMD Board so 
approves. As of December 31, 2019 and 2018, the balance of the contingency and renewal reserve is 
$6,275,215 and $7,365,270, respectively. Through December 31, 2019, the Corporation has 
accumulated a $4,242,683 surplus that consists of cumulative hotel assessments collected from 
inception of the City Contract less spending inception-to-date. To date, $771,304 of the reserve has 
been utilized. As of December 31, 2019, the contingency and renewal reserve plus the cumulative 
surplus balance is $13,017,898, of which $2,516,768 is a receivable due from the City and $97,051 is 
a receivable due from LATCB. Such amounts will be used and paid for in subsequent years, 
respectively. 


The remainder of this page intentionally left blank. 
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For the years ended December 31, 


For the Year 
Ended 

December 31, 
2019 


Gross hotel assessments 

Plus: Interest on gross hotel assessments 


$ 28,124,151 

74,753 


Total gross hotel assessments including interest 
Less: City administration at 1%_ 


28,198,904 

(281,240) 


Net assessments received by the Corporation 

Less: Contingency and renewal at 5% of 
_gross hotel assessments including interest 


27,917,664 


(1,40* 


(1,409,945) 


Net assessments less contingency and renewal 


Less: Annual spending (excluding contingency and renewal 
_spending and City administration)_ 


26,507,719 

»l 

_(26,500,460) 


Surplus balance 


$ 


7,259 


Contingency and Renewal Reserve 
Less: Contingency and renewal spending 
Less: Amounts dedicated for future events 




1,409,945 

(2,500,000) 


Contingency and renewal balance 
Amounts dedicated for future events and not yet expended 



$ (1,090,055) 

2,500,000 


Contingency and renewal + surplus balance 


$ 1,417,204 


Inception to 
_ Date _ 

$ 190,639,108 

_ 291,269 

190,930,377 

(1,906,390) 

189,023,987 

(9,546,518) 

179,477,469 

(175,234,786) 
$ 4,242,683 

$ 9,546,519 

(771,304) 
(2,500,000) 

$ 6,275,215 

$ 2,500,000 

$ 13,017,898 


The remainder of this page intentionally left blank. 
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For the years ended December 31, 


For the Year 

Ended 

December 31, 

2018 

Inception to 
Date 

Gross hotel assessments 

$ 

26,936,441 

$ 162,514,957 

Plus: Interest on gross hotel assessments 


65,802 

216,516 

Total gross hotel assessments including interest 


27,002,213 

162,731,473 

Less: City administration at 1% 


(269,364) 

(1,625,149) 

Net assessments received by the Corporation 


26,732,849 

161,106,324 

Less: Contingency and renewal at 5% of 

gross hotel assessments including interest 


(1,350,111 ) 

(8,136,574) 

Net assessments less contingency and renewal 


25,382,738 

152,969,750 

Less: Annual spending (excluding contingency and renewal 
spending and City administration) 


(25,769,415) 

(148,734,326) 

Surplus / (Deficit) balance 

$ 

(386,677) 

$ 4,235,424 

Contingency and Renewal Reserve 

Less: Contingency and renewal spending 

$ 

1,305,111 

$ 8,136,574 

(771,304) 

Contingency and renewal balance 

$ 

1,350,111 

$ 7,365,270 

Contingency and renewal + deficit balance 

$ 

936,434 

$ 11,600,694 


3. Related Parties 

The Corporation has contracted with the LATCB to provide all sales programs, marketing programs 
and administration activities for the Corporation (the “LATCB Contract”). On April 1, 2016, the 
Corporation renewed its contract with the LATCB for a term of 9 years and 9 months effective April 
1, 2016 through December 31, 2025. The LATCB provides all cash receipt and disbursement functions 
associated with the operation of the Corporation. On August 1, 2019, the Corporation and LATCB 
entered into an amended Contract. The Amended Contract stipulates the Corporation may fund from 
the contingency and renewal account certain future industry and sporting events as approved by the 
LATMD Board and that such funding will be held in low risk, interest-bearing accounts with LATCB 
until such time as the LATMD Board approves the expenditure for specific events. For the years ended 
December 31, 2019 and 2018, the Corporation incurred $845,967 and $810,066, respectively, in costs 
related to the LATCB Contract, which represents three percent of total gross hotel assessments 
including interest and has included such expenses in Board administration expenses on the 
accompanying Statements of Activities and Net Assets. See Note 2. 

The LATCB provides certain program and administrative services in support of the activities of the 
Corporation. The Corporation has agreed to reimburse the LATCB for providing and arranging 
management, legal, information technology, human resources, facilities, and other services. The 
amount of reimbursable expenses is allocated based on a budgeted revenue ratio, employee 
headcount or other allocation models that represent the expense incurred by the Corporation. 
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Therefore, the Corporation is reliant on the LATCB to provide programs in accordance with the 
direction of the Corporation and the Plan. Were the Corporation to hire a third party to provide these 
services, the Corporation could incur operating expenses in addition to the amounts reflected on the 
Corporation’s Statements of Activities and Net Assets. 

4. Liquidity and Availability of Resources 

Financial assets available for general expenditure, that is, without donor or other restrictions limiting 
their use, within one year of the balance sheet date, comprise the following at December 31, 2019 
and 2018: 


December 31, 

2019 

2018 

Cash (including contingency & renewal reserve) 

Accounts receivable (including due from related party) 

$ 9,037,704 

2,613,819 

$ 9,910,412 

2,700,712 

Board designated contingency and renewal reserve 

11,651,523 

(6,275,215) 

12,611,124 

(7,365,270) 


$ 5,376,308 

$ 5,245,854 


As part of the Corporation's liquidity management plan, cash in excess of daily requirements is 
invested in low risk, interest-bearing cash account. 

The Board-designated contingency and renewal reserve of $6,275,215 and $7,365,270 at 
December 31, 2019 and 2018, respectively, was created to ensure ongoing marketing and sales 
programming in the event of unforeseen shortfalls. It is subject to expenditure only upon approval 
of the LATMD Board. These funds are held a in low risk, interest-bearing cash account. 

5. Functional Expenses Administered by the LATMD Board 

The statements of functional expenses include the Corporation’s programs and classes of supporting 
services. These program services include Sales Programs and Marketing Programs. Management and 
general activities include Administrative Activities. 

a. Sales Programs 

The sales programs are designed for the benefit of lodging businesses with 50 or more rooms. These 
programs include: development of new business for self-contained hotel meetings and city-wide 
conventions, pre and post meeting support to self-contained groups, staffing for group meetings and 
conventions, and sales and services staff deployment to sell the City of Los Angeles. In addition, Sales 
Programs receive a proportional allocation of administrative and overhead expenses. 

b. Marketing Programs 

The marketing programs are designed to increase occupancy levels at lodging businesses with 50 or 
more rooms. These programs include: consumer advertising, regional marketing, global branding, 
increased media exposure, and promotion programs. These activities are required under the City 
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Contract. In addition, Marketing Programs receive a proportional allocation of administrative and 
overhead expenses. 

c. Administrative Activities 

Administrative activities include accounting, office space, insurance, and personnel costs as support 
activities to the Corporation’s program services. For the years ended December 31, 2019 and 2018, 


the Corporation incurred 
respectively. 

administrative 

activities expenses 

of $1,127,207 

and 

$1,079,430, 

For the year ended December 31, 2019 






Sales 

Programs 

Marketing 

Programs 

Administrative 

Activities 


Totals 

Programs 

$ 1,284,277 

$ 5,516,830 

$ 

$ 

6,801,107 

Advertising 

5,941 

8,246,089 

- 


8,252,030 

Personnel 

3,438,854 

4,815,990 

- 


8,254,844 

City Administration 

- 


281,240 


281,240 

Board Administration 

- 


845,967 


845,967 

Operating 

435,324 

WA. 

- 


2,346,512 

Total expenses 

$ 5,164,396 

20,490,097 

$ 1,127,207 

$ 

26,781,700 


For the year ended December 31, 2018 



Sales 

Programs 

Marketing 

Programs 

Administrative 

Activities 

Totals 

Programs 

$ 1,734,723 

$ 5,285,613 

$ 

$ 7,020,336 

Advertising 

432,436 

7,127,959 

- 

7,560,395 

Personnel 

3,489,639 

4,567,559 

- 

8,057,198 

City Administration 

- 

- 

269,364 

269,364 

Board Administration 

- 

- 

810,066 

810,066 

Operating 

522,043 

1,799,377 

- 

2,321,420 

Total expenses 

$ 6,178,841 

$ 18,780,508 

$ 1,079,430 

$ 26,038,779 


The program services for the years ended December 31, 2020 and 2019 were presented on the accrual 
basis of accounting and as such timing differences of actual cash expenditures across City Contract 
years may exist. 
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6. Subsequent Events 

The Corporation has evaluated subsequent events through September _, 2020, the date these 

financial statements were available to be issued, and noted there were no other items requiring 
adjustment to, or disclosure in, the financial statements except as noted below and in Note 2. 

On January 30, 2020, the World Health Organization (“WHO”) announced a global health emergency 
because of a new strain of coronavirus originating in Wuhan, China (the “COVID-19 outbreak”) and 
the risks to the international community as the virus spreads globally beyond its point of origin. In 
March 2020, the WHO classified the COVID-19 outbreak as a pandemic, based on the rapid increase in 
exposure globally. 

The COVID-19 pandemic has had far-reaching impacts on many aspects of the Corporation’s 
operations, directly and indirectly, including on consumer behavior, the level of business travel to 
Los Angeles, and the overall tourism and hospitality market. The scope and nature of these impacts 
continue to evolve each day. As such, it is uncertain as to the full magnitude that the pandemic will 
have on the Corporation’s financial condition, liquidity, and future changes in net assets. Management 
is actively monitoring the global situation on its financial condition, liquidity, operations, industry, 
and workforce. 

The LATMD Board approved further funding to LATCB from the contingency and reserve account of 
$5,000,000 and $1,000,000 on April 2, 2020 and May 13, 2020, respectively. These amounts are 
dedicated to fund expenditures specifically dedicated for market recovery programming due to the 
impact of catastrophic events and circumstances such as those resulting from the COVID-19 pandemic. 
As of the date these financial statements were available to be issued, the LATMD approved and 
directed LATCB to spend $1,633,000 on marketing recovery programming from this funding. 
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IBDQ 


Tel: 714-957-3200 
Fax: 714-957-1080 
www.bdo.com 


600 Anton Blvd. Suite #500 
Costa Mesa, CA 92626 


September 15, 2020 

Those Charged with Governance 

Los Angeles Tourism Marketing District Corporation 

633 West 5 th Street, Suite 1800 

Los Angeles, CA 90071 

Professional standards require us to communicate with you regarding matters related to the audit, 
that are, in our professional judgment, significant and relevant to your responsibilities in overseeing 
the financial reporting process. On August 11, 2020, we presented an overview of our plan for the 
audit of the financial statements of the Los Angeles Tourism Marketing District Corporation 
(“LATMD”) as of and for the year ended December 31, 2019, including a summary of our overall 
objectives for the audit, and the nature, scope, and timing of the planned audit work. 

This communication is intended to elaborate on the significant findings from our audit, including our 
views on the qualitative aspects of LATMD’s accounting practices and policies, management’s 
judgments and estimates, financial statement disclosures, and other required matters. 

We are pleased to be of service to the LATMD and look forward to meeting with you to discuss our 
audit findings, as well as other matters that may be of interest to you, and to answer any questions 
you might have. 

Respectfully, 

/s/ BDO USA, LLP 


BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the 
international BDO network of independent member firms. 


BDO is the brand name for the BDO network and for each of the BDO Member Firms. 



BDO’S Response to COVID-19 and 
Commitment to Clients 


A NOTE FROM WAYNE BERSON, CEO BDO USA, LLP 

As the novel coronavirus (COVID-19) continues to spread in the U.S. and across the globe, I want to take a 
moment to let you know what BDO is doing to respond to this public health emergency. 

First and foremost, BDO’s number one priority is the safety and well-being of our people, clients, families, 
and the communities in which we live and work. 

We’ve assembled a cross-disciplinary team, working with our Crisis Management and Business Continuity 
practice professionals, to monitor the COVID-19 public health emergency and to put measures in place that 
help ensure both safety for our people and business continuity for our clients. 

We are assessing the situation daily, remaining vigilant, and following all recommendations from the World 
Health Organization (WHO), U.S. Centers for Disease Control and Prevention (CDC) and local authorities. 

BDO continues to develop, update and share guidance with our professionals so they are fully informed on how 
to protect themselves, their families and their clients against transmission of the virus. 

Please be assured that while we remain focused on the health and safety of our professionals and those 
around us, we also are focused on continued service to our clients. We have taken steps to make sure we can 
continue to deliver the level of quality, excellence and timeliness you are accustomed to from us during these 
unique circumstances. 

BDO has long been committed to a flexible workplace, and we have the technological, cultural and 
operational infrastructure for the organization to work virtually, should the need arise. Additionally, we have 
put into place policies that require all guests at BDO offices and events to confirm that they do not pose a risk 
to others, based on certain criteria. 

As we navigate this time of uncertainty together, I want to reaffirm BDO’s core purpose: helping people 
thrive, every day. I hope that you and your loved ones are well, and we are here if you need us. 
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Preparing for and Responding to COVID-19 

PREPARING FOR THE IMPACTS OF COVID-19 

THE COVID-19 OUTBREAK COULD HAVE A DIRECT AND LASTING IMPACT ON ORGANIZATIONS OF ALL SIZES. 

As the number of novel coronavirus (COVID-19) cases continue to climb both in the U.S. and across the globe, 
individuals and companies alike are taking steps to navigate this public health emergency. 

What does a pandemic mean for your organization, and for you? While it’s still difficult to predict the full 
extent of the impact of COVID-19, BDO is closely monitoring this rapidly evolving situation, offering guidance to 
help you through this time of uncertainty. 

BDO will continue to curate and develop resources to educate and assist clients and friends of the firm during 
this uncertain time. Please visit our COVID-19 resource center for details. 

RESPONDING TO COVID-19: CONTINGENCY PLANNING TOPICS 

► Plans to ensure the wellbeing of their professionals and stakeholders 

► Crisis management roles and responsibilities between the board and management team 

► Risk assessment and response to disruptions in all phases of product procurement, development and 
delivery 

► Financial management, liquidity and sustainability impacts 

► Adequacy of financial reporting and disclosures to convey risk 

► Increased cybersecurity and data privacy considerations as more individuals telework 

► Considerations to modify pay plans as short-term responsive measures 

► Ability to provide timely financial information 

► Industry-specific risk mitigation plans (e.g.; contracts, supply chain, technology) 
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Preparing for and Responding to COVID-19 


RESPONDING TO COVID-19: BOARD RISK ASSESSMENT, PREPAREDNESS AND PRACTICAL 
CONSIDERATIONS 

► Assess organization exposure and potential financial, operational and strategic impacts 

► Define crisis-response roles and responsibilities for the board and management 

► Ensure effective management reporting to the board during times of crisis 

► Evaluate management’s internal communications strategy 

► Address the challenges of providing external stakeholders with accurate information as the crisis is 
evolving 

► Plan to hold board and stakeholder meetings remotely 

► Audit Committees to consider impacts on financial reporting St disclosure implications 

► Revisit executive pay plans 

► Be active in oversight but resist urge to “manage” 

► Plan for resiliency and build trust via commitment to organization’s purpose and stakeholders 

► Continually communicate 

TOP CYBERSECURITY RECOMMENDATIONS AMID COVID-19 

► Create an organizational culture of cybersecurity 

► Implement advanced cyber diagnostic assessments, on a regular basis 

► Establish a rapid cyber-attack incident response plan 

► Conduct 24 x 7 x 365 monitoring, detection & response (MDR) 

► Ensure information system resilience 

Check out Top Cybersecurity Recommendations Amid Covid-19 Pandemic for more information. 
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Preparing for and Responding to COVID-19 


COVID-19: FINANCIAL STATEMENT IMPACT 

Treat COVID-19 as a “non-recognized” subsequent event. 

For calendar year-end organizations, the effects of the coronavirus represent a subsequent event that is not 
expected to impact amounts recognized in the year-end financial statements (i.e., a non-recognized 
subsequent event). Accordingly, forecasts, projections, and associated assumptions used in preparing F/S as of 
December 31, 2019 would reflect either little or no change solely as a result of the coronavirus outbreak. 

However, still need to consider the following: 

► Include subsequent event disclosures about the impact of COVID-19, to the extent significant, in the F/S 
to provide meaningful information to users of F/S - including disclosures where no impacts may 
currently be known or where no impact may be expected. 

► If potential effects on the F/S in subsequent periods are material and significant to a user’s 
understanding, auditors will likely consider adding an emphasis of matter (EOM) paragraph to the 
opinion. 

CARES ACT: FINANCIAL STATEMENT IMPACT 

On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic Security 
(“CARES”) Act, which provides relief to taxpayers, including nonprofits, affected by COVID-19. 

Organizations need to consider the following with regard to the CARES Act: 

► Is remeasurement of an asset or liability needed at the balance sheet date, for example, due to changes 
in expected cash flows impacting the items at that date. 

► Include subsequent event disclosures about the impact of the CARES Act on the financial statements. 

► Whether the matters related to the CARES Act warrant an emphasis of matter (EOM) paragraph to the 
opinion. 
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Status of Our Audit 


We have substantially completed our audit of the financial statements as of and for the year ended 
December 31, 2019. Our audit was conducted in accordance with auditing standards generally accepted in the 
United States of America. This audit of the financial statements does not relieve management or those charged 
with governance of their responsibilities. 

► The objective of our audit was to obtain reasonable - not absolute - assurance about whether the 
financial statements are free from material misstatements. 

► The scope of the work performed was substantially the same as that described to you in our earlier 
Audit Planning communications. 

► We expect to issue an unmodified opinion on the financial statements and release our report following 
an approval by the board of directors and completion of the items as listed below. Our opinion includes 
an emphasis of matter paragraph related to COVID-19. 

► All records and information requested by BDO were freely available for our inspection. 

► Management’s cooperation was excellent. We received full access to all information that we requested 
while performing our audit, and we acknowledge the full cooperation extended to us by all levels of 
LATMD’s personnel throughout the course of our work. 
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Results of Our Audit 

ACCOUNTING PRACTICES, POLICIES, ESTIMATES 


The following summarizes the more significant required communications related to our audit concerning the 
LATMD’s accounting practices, policies, and estimates: 

The LATMD’s significant accounting practices and policies are those included in Note 1 to the financial 
statements. These accounting practices and policies are appropriate, comply with generally accepted 
accounting principles and industry practice, were consistently applied, and are adequately described within 
Note 1 to the financial statements. 

► A summary of recently issued accounting pronouncements is included in Note 1 to the financial 
statements. 

► There were no changes in significant accounting policies and practices during 2019. 

Significant estimates are those that require management’s most difficult, subjective, or complex judgments, 
often as a result of the need to make estimates about the effects of matters that are inherently uncertain. The 
LATMD’s significant accounting estimates, including a description of management’s processes and significant 
assumptions used in development of the estimates, are disclosed in Note 1 to the financial statements. 


Significant accounting estimates include: 


Expense allocations using the GRR/NRR decision tree 


► Management did not make any significant changes to the processes or significant assumptions used to 
develop the significant accounting estimates in 2019. 

CORRECTED AND UNCORRECTED MISSTATEMENTS 

There were no corrected misstatements, other than those that were clearly trivial, related to accounts and/or 
disclosures that we brought to the attention of management. 

There were no uncorrected misstatements, other than those that were clearly trivial, related to accounts 
and/or disclosures that we presented to management. 
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Results of Our Audit 


QUALITY OF THE LATMD’S FINANCIAL REPORTING 

A discussion was held regarding the quality of LATMD’s financial reporting, which included the following: 

► Qualitative aspects of significant accounting policies and practices 

► Our conclusions regarding significant accounting estimates 

► Significant unusual transactions 

► Financial statement presentation 

► New accounting pronouncements 

► Alternative accounting treatments 
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Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered LATMD’s internal control over 
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of LATMD’s internal control. Accordingly, we do not express an opinion on the effectiveness of 
LATMD’s internal control. 

Our consideration of internal control was for the limited purpose described above and was not designed to 
identify all deficiencies in internal control that might be significant deficiencies or material weaknesses. 

We are required to communicate, in writing, to Those Charged with Governance all material weaknesses and 
significant deficiencies that have been identified in LATMD’s internal controls over financial reporting. The 
definitions of control deficiency, significant deficiency and material weakness follow: 


Category 

Definition 

Deficiency in Internal 
Control 

A deficiency in internal control exists when the design or operation of a 
control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. 

Significant Deficiency 

A deficiency or combination of deficiencies in internal control that is less 
severe than a material weakness, yet important enough to merit attention by 
those charged with governance. 

Material Weakness 

A deficiency or combination of deficiencies in internal control, such that 
there is a reasonable possibility that a material misstatement of the 

Nonprofit’s financial statements will not be prevented or detected and 
corrected on a timely basis. 


In conjunction with our audit of the financial statements, we noted no material weaknesses. 
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Other Required Communications 


Requirement Discussion Points 


Significant changes to planned 
audit strategy or significant risks 
initially identified 

There were no significant changes to the planned audit strategy or 
significant risks initially identified and previously communicated to 
those charged with governance as part of our Audit Planning 
communications. 

Obtain information from those 
charged with governance relevant 
to the audit 

There were no matters noted relevant to the audit, including, but not 
limited to: violations or possible violations of laws or regulations; risk 
of material misstatements, including fraud risks; or tips or complaints 
regarding LATMD’s financial reporting that we were made aware of as 
a result of our inquiry of those charged with governance. 

Consultations with other 
accountants 

We are not aware of any consultations about accounting or auditing 
matters between management and other independent public 
accountants. Nor are we aware of opinions obtained by management 
from other independent public accountants on the application of 
generally accepted accounting principles. 

Significant findings and issues 
arising during the audit in 
connection with the LATMD’s 
related parties 

We have evaluated whether the identified related party relationships 
and transactions have been appropriately identified, accounted for, 
and disclosed and whether the effects of the related party 
relationships and transactions, based on the audit evidence obtained, 
prevent the financial statements from achieving fair presentation. 

Disagreements with management 

There were no disagreements with management about matters, 
whether or not satisfactorily resolved, that individually or in aggregate 
could be significant to LATMD’s financial statements or to our 
auditor’s report. 

Significant difficulties 
encountered during the audit 

There were no significant difficulties encountered during the audit. 

Representations requested from 
management 

Please refer to the management representation letter. 
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Independence Communication 

Our engagement letter to you dated January 27, 2020, and as amended on May 18, 2020, describes our 
responsibilities in accordance with professional standards and certain regulatory authorities with regard to 
independence and the performance of our services. This letter also stipulates the responsibilities of LATMD 
with respect to independence as agreed to by the LATMD. Please refer to that letter for further information. 
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Significant New FASB Accounting Standards 

The Financial Accounting Standards Board (FASB) issued several significant new accounting standards with fast- 
approaching effective dates, covering complexities around the presentation of nonprofit financial statements, 
revenue recognition, reporting of leases, financial instruments and related credit losses, consolidation issues, 
and other. These standards are prompting stakeholder questions and requiring entities to be forward thinking 
and take action sooner rather than later in terms of how they are preparing for the implementation and 
execution of these new standards. 

The following section summarizes effective dates of the new standards and related resources for Those 
Charged with Governance to consider. 
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New Revenue Recognition Standard 

OVERVIEW 

Summary: In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update 
(ASU) 2014-09, Revenue Recognition with Customers (Topic 606) which is a comprehensive new revenue 
recognition standard that will supersede existing revenue recognition guidance. The core principle of the 
guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange 
for those goods or services. The five basic steps to accomplish this objective are: 

► Identify the contract with the customer 

► Identify the performance obligations in the contract 

► Determine the transaction price 

► Allocate the transaction price to the performance obligations in the contract 

► Recognize revenue when (or as) the entity satisfies a performance obligation 

FASB issued ASU 2015-14 that deferred the effective date of ASU 2014-09 until annual periods beginning after 
December 15, 2018 for the majority of nonprofit organizations. The FASB Transition Resource Group (TRG) for 
Revenue Recognition continues to solicit, analyze and discuss stakeholder issues arising from implementation of 
the standard. As a result, FASB has made the following updates to Topic 606, ASU 2016-08, ASU 2016-10, 

ASU 2016-12 and ASU 2016-20. As a result of COVID-19, the FASB has extended the adoption date of ASU 2014- 
09 for non-public business entities with annual reporting periods beginning after December 15, 2019. 

Entities must consider whether certain arrangements are fully or partially subject to Topic 606. Examples 
include, but are not limited to memberships, subscriptions, products and services, royalty agreements, 
sponsorships, conferences and seminars, tuition and housing, advertising, licensing, and federal and state 
grants and contracts. 

Further, judgment is required to bifurcate transactions between contribution and exchange components. 


1 Ways to Prepare for and Implement the New Standard: j 

1 . 

Become familiar with the new standard, discuss the new standard with your accounting advisors and 
evaluate the impact the standard will have on all facets of your organization’s revenue streams. 

2. 

Inventory all current revenue streams and evaluate whether there are differences between current 
practices and the new standard. Organizations should also consider the potential effect of these 
differences on their financial statements. 

3. 

Evaluate whether there are differences between current practices and the new standard on how you 
address contract modifications. 

4. 

Reconsider whether revenue will be recognized over time or at a point in time based on both the new 
criteria and specific guidance for licenses or other multi-year contracts. Systems, processes and controls 
may need to be updated as a result of the new criteria and any changes in the timing of revenue 
recognition. 

5. 

Historically, many nonprofits have not tracked costs to acquire a contract, namely because they have 
been expensed as incurred. To maintain compliance with the new standard, nonprofits will need to 
consider necessary resources for accumulating costs incurred that need to be capitalized. 

6. 

Identify data gaps between what is presently available and what will be needed for the required 
disclosures in the new standard. 
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New Presentation of Financial Statements 
Standard 


Ways to Prepare for and Implement the New Standard: 


7. You may want to consider preparing draft financial statements to understand the impact the new 
standard may have on the financial statements. 


BDO continues to develop publications, webinars, and other industry-specific resources on the new standard. 
For more information, see our Revenue Recognition Resource Center. 
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Other Significant New FASB Accounting Standards 


ASU 2016-13, FINANCIAL INSTRUMENTS - CREDIT LOSSES 

Summary: This ASU was issued to provide financial statement users with more decision-useful information 
about the expected credit losses on financial instruments and other commitments to extend credit held by an 
entity. The ASU changes the impairment model for most financial assets that are measured at amortized cost 
and certain other instruments from an incurred loss model to an expected loss model. Entities will be required 
to estimate credit losses over the entire contractual term of an instrument. The ASU includes financial assets 
recorded at amortized cost basis such as loan receivables, trade and certain other receivables as well as 
certain off-balance sheet credit exposures such as loan commitments and financial guarantees. The ASU does 
not apply to financial assets measured at fair value, promises to give (pledges receivable) and loans and 
receivables between entities under common control. 

Subsequently, the FASB issued ASU 2018-19, ASU 2019-04, ASU 2019-05 and 2019-10 to clarify and improve 
ASU 2016-13. 

Effective date: The ASU is effective for fiscal years beginning after December 15, 2022 for all nonprofit 
entities. Early adoption may be selected for fiscal years beginning after December 15, 2018. An entity must 
apply the amendments in the ASU through a cumulative-effect adjustment to net assets as of the beginning of 
the first reporting period in which the guidance is effective except for certain exclusions. 

For more information, see the following resources: 

► CECL Implementation Guide 

► FASB Staff Q&A Topic 326, No.2: Developing an Estimate of Expected Credit Losses on Financial 

Assets 

► CAQ Issues a Tool for Audit Committees: Preparing for the New Credit Losses Standard 

► CECL January 2019 Update: While CECL Cost-Benefit Debate Continues, BDO Recommends Clients 

Move Forward With Implementation 

► FASB Staff Q&A Topic 326, No.1: Whether the Weighted-Average Remaining Maturity Method is an 

Acceptable Method to Estimate Expected Credit Losses 

► FASB Updates Its Recent Credit Loss Standard 

► Estimating Credit Losses: Evaluating Loss Emergence Period and Qualitative Factors 

► BDO Knowledge Webinar: Financial Instruments Update - Credit Losses and Recognition & 
Measurement 

► BDO Flash Report: FASB Issues ASU on Credit Losses on Financial Instruments 
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Tax Reform Update 

EFFECT OF IRS GUIDANCE ON NONPROFIT SPECIFIC TAX REFORM CHANGES 

Modifications to the Unrelated Business Income Tax - Losses from one unrelated trade or business activity 
can only be applied to that activity and cannot be used to offset income of another unrelated trade or 
business. The new provision left open the question of how organizations should determine whether they had 
more than one unrelated trade or business. 

Notice 2018-67 issued by the IRS in August 2018 provided nonprofit organizations with some guidance 
on how they should report their unrelated business activities under the new provision. Safe harbors 
for aggregating unrelated activities into one unrelated trade or business were provided, most 
prominently in the alternative investments area. 

Cost of Providing Transportation Fringe Benefits and Parking Facilities Taxed as Unrelated Business Income 

- Unrelated business income (UBI) of a tax-exempt organization would include employer costs for qualified 
transportation fringe benefits and parking facilities. All tax-exempt organizations will have to include as 
unrelated business income amounts excluded by employees as a nontaxable transportation fringe benefit as 
well as costs incurred by the organization in maintaining a parking facility for its employees. 

The government funding legislation passed by the House on Dec. 17, 2019 and by the Senate on 
Dec. 19, 2019 includes repeal of Internal Code Section 512(a)(7), commonly referred to as the “parking 
tax”. The legislation was signed into law by the President on Dec. 20, 2019. The repeal is retroactive 
to the original date of enactment. As a result, organizations are entitled to a refund of taxes paid 
since the provision’s original effective date of Jan. 1, 2018. It is possible the IRS may develop a 
process for claiming the refunds. 

Excise Tax for Excessive Executive Compensation - Most nonprofit organizations are subject to a 21% excise 
tax on remuneration over $1 million paid to “covered employees” for taxable years beginning after 
December 31, 2017. Once an employee is a covered employee, he or she remains on the list of covered 
employees in perpetuity. In calculating the amount of remuneration paid, an organization must count 
remuneration paid from both taxable and tax-exempt related organizations. Compensation paid to certain 
medical professionals is excluded from the definition of remuneration for purposes of the provision. 

Notice 2019-09 issued by the IRS in December 2018 provided answers to key questions on how the IRS 
will interpret the new provision, including (1) who owes the tax, (2) what is the taxable year for 
purposes of measuring the $1M threshold, (3) who is a covered employee, (4) remuneration subject to 
the tax, and (5) how to report and pay the tax. 

In light of the released IRS guidance, here are some steps nonprofits should take now to ensure 
compliance with the new provisions: 

1. Identify all unrelated trades or businesses of the organization and determine whether activities 
can be aggregated in accordance with the provisions in the IRS guidance. 

2. Determine the amount, if any, of reportable UBI from the new transportation fringe 
benefit/parking facilities provision, documenting all assumptions and positions taken. This may 
involve input from the organization’s facilities department. 

3. Create and maintain the list of the organization’s covered employees for purposes of the excise tax 
on excessive compensation. Proper planning, especially with respect to the vesting of nonqualified 
deferred compensation arrangements, may help avoid an excise tax liability. 

4. Initiate conversations with your tax advisor on all of the above. 

For more information access BDO Knows fax Reform*. 


Timely tax reform resources continue to be added regularly 
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Cybersecurity 

CYBERSECURITY PREPAREDNESS 

In recent years, perhaps no area of board responsibility has grown faster than the oversight of an organization’s 
cybersecurity, often being absorbed into the LATMD Board’s already full agenda. 

BDO’s Nonprofit Standards, A Benchmarking Survey , 2019 asked Board members to rank the level of 
challenge they have faced in the past 12 months posed by various factors including cybersecurity. Based on the 
results, 14% of respondents noted that cybersecurity posed a high challenge, 37% noted this as a moderate 
challenge while 49% noted this as a low challenge. The survey also noted that 57% of respondents from health 
and human services (HHS) organizations ranked cybersecurity as a moderate or high challenge while only 47% of 
non-HHS respondents noted this was a moderate or high challenge. This disparity is based on the large amount 
of sensitive personal data that HHS organizations maintain and their focus on protecting this data. 

In April 2017, the AICPA introduced a Cybersecurity Risk Management Framework—also known as “SOC (System 
and Organization Controls) for Cybersecurity”—that provides entities with a proactive approach for designing a 
risk management program and communicating about its effectiveness to their senior management teams, 
boards of directors, and external stakeholders. The LATMD Board is urged to refer to BDO’s SOC for Cyber 
resources to learn more about attestation serves with respect to management programs. 

Here are recent tools/materials in this area: 


Recommended Resources 

Cvbersecuritv in 2020: Top Ten Predictions and Recommendations 

November 2019 

BDO Recognizes Cvbersecuritv Awareness Month 

October 2019 

2020 Cvbersecuritv Guidelines for C-Suite Executives 

September 2019 

Data Ethics Part II: Handling Personal Data Responsibility 

September 2019 

CAQ Issues Emerging Technologies, Risk, and the Auditor’s Focus: A Resource for 

Auditors, Audit Committees, and Management 

June 2019 

Cvber Vulnerability Assessments and Penetration Testing - Tools, Techniques and 

Best Practices 

June 2019 

De-Mvstifving Cvber Threat Intelligence 

February 2019 
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Data Governance and GDPR 


As a new age of transparency evolves, organizational data governance is becoming all the more important to 
the LATMD Board. By way of example, the European Union (EU) General Data Protection Regulation (GDPR) 
impacts all entities that process and/or hold personal data of data subjects residing in the EU, regardless of 
the company’s location. This legislation went into effect on May 25, 2018. The GDPR is a complex regulation 
with far-reaching impacts and considerations for entities, including taking inventory of current data collection 
systems, data mapping, data protection and information security assessment, GDPR governance considerations, 
reporting, response management, etc. Noncompliance may result in significant fines. 

Focus on data protection will only continue to increase and the May deadline does not signal a finish line, but a 
potential starting point or new beginning for how organizations manage their data. 

► Questions the LATMD Board should be considering: 

► Do you have EU customers in your customer database? 

► Do you share such information on your customers? 

► Are vendors/others asking if you are GDPR compliant? 

► Expansion plans beyond U.S.? 

Refer to BDO GDPR Insights . 

Here are recently issued tools and resources related to this topic: 


Recommended Resources 

GDPR: What U.S. Boards of Directors Need to Know 

September 18, 2018 

The Top Three Things You Need to Know About GDPR 

April 2018 

Countdown to GDPR: How Will the GDPR Affect Information Management? 

March 2018 

Countdown to GDPR: Hidden Data within Mv Organization 

March 2018 

BDO’s GDPR Checklist 

February 2018 

BDO’s Technology and Business Transformation Services Group - GDPR 

N/A 
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Delivering Sustained Audit Quality 


At BDO, we believe that audit quality is the cornerstone of trust in financial reporting and financial markets. As 
such, our approach to audit quality is something we take seriously. It is our intent and commitment to deliver 
high quality audits and provide our clients with deep insights and value. 

Our recently published 2019 Audit Quality Report - Delivering Sustained Audit Quality details all of the ways 
BDO is proactively working to carry out and deliver on our audit quality intent. 




external facto n s 


REGULATORY 

ENVIRONMENT 






DELIVERING SUSTAINED 
AUDIT QUALITY 


BDO 2019 AUDIT QUALITY REPORT 

F=M F=T * 




With a focus on delivering the 
highest possible audit quality, we 
design and execute efficient, 
compliant audits that are (1) 
delivered by technically competent 
and thoughtful professionals, (2) 
are valued by our clients, and (3) 
can be relied on with confidence 
by capital markets. 


Click to view the report 
on an interactive 
website. 
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BDO Institute for Nonprofit Excellence SM 
Resource Center 



A dynamic and searchable 
on-line resource for 
nonprofit governing board 
members and financial 
executives 


AN INCREDIBLE RESOURCE AT YOUR FINGERTIPS 


With a focus on delivering the highest possible audit quality, we design and execute efficient, compliant 
audits that are (1) delivered by technically competent and thoughtful professionals, (2) are valued by our 
clients, and (31 can be relied on with confidence bv caDital markets. 


The BDO Institute for Nonprofit Excellence SM Resource Center was born from the need to have a 
comprehensive, online, and easy-to-use resource for topics relevant to nonprofit governing boards and financial 
executives. We encourage you to visit the Center often for up-to-date information and insights you can rely on. 

What you will find includes: 

► Guidance and best practices related to the unique regulatory, economic, 
accounting, reporting and auditing aspects for nonprofits 

► Thought leadership, blog posts, tools, and newsletters 

► Technical updates and insights on emerging nonprofit issues 

► Opportunities to engage with BDO thought leaders 

► Events and webinars geared toward the unique issues affecting nonprofit 
organizations 

Our 2019 BDO Nonprofit Benchmarking Survey is live! Download the report for the 
latest data on Nonprofit financial management, governance and more: 

https://www.bdo.com/insights/industries/nonprofit/nonprofitstandards 

For more information about BDO’s Institute for Nonprofit Excellence SM Resource 
Center please go to https://www.bdo.com/resource-center/institute-for-nonprofit-excellence. 

To begin receiving email notifications regarding BDO publications and event invitations (live and web-based), 
visit https://www.bdo.com/member/registration and create a user profile. 

If you already have an account on BDO’s website, visit the My Profile page to login and manage your account 
preferences https://www.bdo.com/member/my-profile . 

To subscribe to receive posts from our Nonprofit Standard Blog, please go to 

https:/www.bdo.com/blogs/nonprofit-standard and fill out the subscription form on the right-hand side of the 
page. 
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Get to Know BDO 


NONPROFIT AND EDUCATION INDUSTRY EXPERTISE 

BDO presents innovative solutions to nonprofit organizations, helping clients position their organizations to 
obtain proper funding in an intensely competitive environment. We work year round with management and 
governing bodies in developing sound strategies to help them adapt to a landscape altered by changes in 
regulations and funding models. BDO advises on a wide range of issues, including: 

► Proper organizational structures for new revenue streams 

► Financial modeling in a changing funding environment 

► Complex compliance issues impacting organizations 

► Updates on the impacts of Federal grant funding and audit results 

► Fiduciary responsibilities of nonprofit boards 

► Proper governance practices 

► Form 990 - A public window into your nonprofit 

► Comprehensive nonprofit tax services 

► Compensation and benefits strategies 

BDO INSTITUTE FOR NONPROFIT EXCELLENCE^ - OUR CONTINUED COMMITMENT TO THE 
NONPROFIT INDUSTRY 

BDO is one of the only national accounting firms with a strategic commitment to the nonprofit industry. This 
commitment is perhaps best embodied by The BDO Institute for Nonprofit Excellence 5M (Institute). Since the 
development of the Institute in 2001, we have been helping nonprofits thrive by specializing in meeting the 
needs of the nation’s nonprofit sector. Based in our Greater Washington, D.C. Metro Office, the Institute’s 
dedicated team of assurance, tax and consulting professionals supports and collaborates with BDO offices and 
nonprofit organizations around the country to develop innovative accounting and operational strategies for tax- 
exempt organizations. 

The Institute provides BDO professionals, clients and the nonprofit industry at-large with practical, 
transformative thought leadership and educational resources that can help organizations navigate this 
dynamic and challenging industry. We produce numerous publications, including a newsletter as well as 
our blog , The Nonprofit Standard. BDO also regularly sponsors educational seminars on a variety of industry- 
specific accounting and management issues. 
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Get to Know BDO 


EFFECTIVE AUDIT COMMITTEES FOR NONPROFIT ORGANIZATIONS 

The focus of BDO’s governance initiatives is to provide those charged with governance with essential, relevant 
information through clear and concise executive summary-type communications. In this spirit, we have created 
the Effective Audit Committees For Nonprofit Organizations publication as a practical guide to forming and 
running an effective audit committee. Within this publication, we provide answers to certain frequently asked 
questions (FAQs) centering on the WHYs, WHOs, WHATs, WHENs and HOWs of audit committees. More 
specifically, these FAQs summarize the common functions and responsibilities of audit committees to help you 
and your organization form and maintain an effective audit committee and set an appropriate agenda for its 
ongoing activities. 

Audit committees are vital to the health of any nonprofit, be it large or small. The audit committee and its 
individual members are crucial partners in the safeguarding of integrity, mission and, ultimately, success. 

Throughout this publication, we focus on some of the more challenging aspects facing audit committees. To 
that end, in addition to our commentary, we have included links and references to other relevant BDO practice 
aids and tools as well as certain valuable external resources. 

BDO PROGRAMMING AND INSIGHTS 

BDO commits significant resources to keep our professionals and our clients up to date on current and evolving 
technical, governance, industry, and reporting developments. Our thought leadership consists of publications, 
webinars, surveys, practice aids, and tools that span a broad spectrum of topics that impact financial 
reporting, as well as nonprofit governance. Our focus is not simply to announce changes in technical guidance, 
regulations or emerging business trends, but rather expound on how such changes may impact our clients’ 
businesses. 

Through our complimentary BDO Knowledge webinars, podcasts and self-study courses, we reach a broad 
audience and provide brief, engaging, just-in-time training designed to assist those charged with governance 
(e.g., Audit Committees) and financial executives in keeping up to date on the latest nonprofit governance, 
risk management, financial reporting, and tax developments. 

For a listing of our offerings, please visit: http://www.bdo.com . 

To begin receiving email notifications regarding BDO publications and event invitations (live and web-based), 
visit https://www.bdo.com/member/registration and create a user profile. If you already have an account on 
BDO’s website, visit the My Profile page to login and manage your account preferences 

https://www.bdo.com/member/my-profile . 
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Get to Know BDO 


A FIRM BUILT ON VALUES 

BDO’s culture and values establish a set of standards embodied by our work, our relationships and our 
professionals. We are guided by our core values: put people first; be exceptional every day, every way; 
embrace change; empowerment through knowledge; and choose accountability. 



Choose 

Accountability 


Empowerment 


Knowledge 

0 


Embrace 


Exceptional 
Every day 
Every way 


What we are proud of: 

► Alfred P. Sloan Awards for Business Excellence in Workplace Flexibility (winner, multiple 
locations, and multiple years) 

► Alliance for Work-Life Progress, Work-Life Seal of Distinction (multiple years) 

► BDO Counts! And 100 Good Deeds Volunteerism Programs 

► Best and Brightest Companies to Work For (multiple years) 

► Best Places to Work for Recent Grads, Experience, Inc. 

► Diversity Leader, named by Profiles in Diversity Journal 

► Nation’s Best & Brightest Companies and Best & Brightest in Wellness 

► Tax Adviser of the Year, International Accounting Bulletin (multiple years) 

► Top Entry Level Employer by collegegrad.com 

► Vault Accounting 50 List 

► Working Mother 100 Best Company (multiple years) 
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Get to Know BDO 

BDO’S NATIONAL PRESENCE 
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For more than 100 years, BDO USA has been 
recognized as a premier accounting, tax and 
consulting organization for our exceptional client 
service; experienced, accessible service teams; 
focus on quality and efficiency; and our ability to 
adapt to, and navigate successfully in, a changing 
marketplace. 


BDO USA, LLP 

$ 1.8 


billion 

Revenues 



% 

Assurance 


31123 


% 

Advisory 
and Other 


Founded as Seidman St Seidman in New York City in 
1910, the firm has grown to serve clients through 
over 60 offices and more than 740+ independent 
alliance firm locations nationwide. Today, BDO 
USA, LLP, a Delaware limited liability partnership, 
is the U.S. Member of BDO International Limited, a 
UK company limited by guarantee, which forms 
part of the international BDO network of 
independent member firms. 
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Statistics as of and for the year ended 4-30-2020. 
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Get to Know BDO 


BDO’S GLOBAL REACH 



BDO is represented in dark shaded countries. 

BDO’s strength is derived from our structure as a 
cohesive global network and dedication to internal 
integration and seamless client service - when and 
where our clients need us. In each country, BDO 
Member Firms are composed of people who are 
knowledgeable about national laws, business 
customs, and local and international business 
methods. As our clients expand globally, their 
access to our international network can help them 
better reach their business and financial goals. 

As our clients expand globally, our access to our 
international network can help them do business 
with a depth of experience in international 
matters, significant resources and international 
client service capabilities. 
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